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Financial Highlights 


1974 1973 
($,000) ($,000) 
Revenues $96,683 $91,061 


Income (loss) before taxes and 


extraordinary item 237 (1,550) 

Income taxes 119 122 
Extraordinary item: 

Location acquisition cost write-down (800) 


Net income (loss) 118 (2,472) 


Income (loss) per share: 
Before extraordinary item $ .14 $( 0.92) 
Net income (loss) for the year $ .14 $(1,.36) 


Report to the Shareholders 


1974 was acknowledged by economic indicators 
on both world and national levels as one of the 
most difficult years in recent history. Inflation, 

led by increases in food costs, expanded rapidly 
to a rate in excess of any experienced in the last 
decade. Labour costs also increased significantly. 
These increased costs were coupled with a large 
scale slowdown in many sectors of the domestic 
and international economies. 


In contrast to these almost unprecedented 
difficulties, your company has made a strong 
recovery from the disappointing results of last 
year. VS Services’ revenues rose 6% to $96,683,000. 
The company recorded an operating profit of 
$237,000 compared to an operating loss of 
$1,550,000 in 1973. These improved results were 
produced through the professionalism and 
dedication of our employees at every level. 


In order to achieve and maintain the progress 
evidenced by our 1974 performance, your manage- 
ment implemented a number of specific policies 
and procedures. Total cost control is being 
emphasized in co-ordination with sensitivity to 
client requirements and circumstances. All on- 
going and proposed programmes are being 
carefully and systematically reviewed to ensure 
that funds are beneficially applied. We are en- 
hancing our working capital position by adjusting 
inventory levels and by aggressive management 
of accounts receivable. The resulting positive 
change in cash flow is being utilized in part to 
reduce requirements for short term financing, 
consequently minimizing our interest expense. 


To obtain maximum value for clients, VS Purchasing 
and Research Departments are evaluating suitable 
potential alternatives for commodities which 

have become scarce, or have been unduly affected 
by inflationary pressures. 


Marketing effort has been concentrated on in- 
creasing our market share in established areas, 
emphasizing management fee agreements with 
new and existing clients, and securing new 
business in institutions, government facilities and 
industries that are less sensitive to the impact of 
current economic conditions. 


Increasing emphasis was placed on the con- 
servation and management of capital resources 
during 1974. The Company’s policy is to emphasize 
its involvement in markets where the return on 
investment has been traditionally higher. While 
the Company is limiting expansion in the field of 
public restaurants where a high capital investment 
is required, VS will continue its development of 
food services in the leisure and recreation markets. 


Our acquisition of Champion Coffee Service in 
Montreal represented the application of capital 
to amplify the marketing base of one of our newer 
domestic divisions. 


The Coffee Systems and Housekeeping Divisions, 
functioning under seasoned operations manage- 
ment, were able to effectively control and expand 
their continuing profitable growth. 1974 perfor- 
mance in both divisions was substantially 
improved. 


Food service in the health care field, schools 
and colleges, and industry showed better than 
expected growth and continues to form the bul- 
wark of our food service management operations. 


VS Vending Divisions were adversely affected by 
the slowdown of the economy in the last half of 
1974 and the resulting increase in unemployment. 
Close monitoring and control of costs continues 
and your management is confident that profit- 
ability will be maintained. 


Your management is still not satisfied with the 

performance of the Company’s mobile catering 
division. A number of alternative approaches to 
this operation are currently under consideration. 


As a reflection of VS broadening service base 
other aspects of our corporate reorganization 
included the appointment of Richard Kirkland as 
Area Vice-President - Business and Industry. 

Mr. Kirkland has served the Company in a number 
of operating capacities, including Regional 
Manager of our Atlantic operations for the past 
several years. 


George Tavernier, a Regional Manager since 
1955, was appointed Executive Vice-President 

of La Société VS Limitée and is responsible for 
corporate activity in the very important Quebec 
market. Mr. Tavernier succeeds Mr. Roger Gagnon 
who has been temporarily assigned to special 
operational food service responsibilities at the 
1976 Olympic Games. VS holds the professional 
contract for food service management at the 
Olympic Village. Mr. Gagnon has held the position 
of Area Vice-President with the Company since 
1971. 


Compatibly with recognition of our personnel as 
one of our most valuable resources, the Personnel 
and Industrial Relations functions have been 
strengthened in order to ensure a continually 
improving level of motivation and service perfor- 
mance. In line with this objective Mr. Gerrit Bakker 
joined us in January as Director of Personnel. 

Mr. Bakker has had significant experience in 
senior personnel management in Canadian 
industry. 


The entire organization was saddened by the 
sudden death of Vice-President Michael J. Mooney 
in March, 1975. He will be missed by his staff and 
colleagues at VS and by the many clients who held 
him in high regard. 


Our overseas operations were subject to many of 
the same difficulties faced in Canada. From early 
in 1974, Western European economies were 
adversely affected by inflation and a slow-down 
in industrial activity, particularly in automobile 
production. The substantial decline in the heavy 
industry sector adversely affected sales and 
profitability of Apetito-Fertigmenu, our German 
affiliate. A shift in marketing emphasis towards 
schools, hospital and recreational accounts was 
pursued effectively and results in the latter half 
of 1974 showed considerable improvement. 


In Jamaica, our airline catering facilities were 
operating well ahead of 1973 performance levels 
until August when a five-week labour dispute had 
a significant effect on overall results. Labour 
agreement was reached in late September and 
we anticipate improvement in 1975 through 
existing operations and our recently completed 
public restaurant and cafeteria facilities at the 
Kingston and Montego Bay airports. 


In our first quarter report of 1974 we announced 
that La Société VS Limitée was honoured in May 
by the award of the contract as official food service 
manager to the Olympic Village for the 1976 
Olympic games in Montreal. We are now pleased 
to report that our associated company, Planned 
Food Facilities (International) Limited will, through 
a separate agreement, provide the facilities design 
consultancy for the Olympic Village food service 
installations. Your management believes that these 
awards have major significance as an endorsement 


of VS Services Ltd’s expertise and national reputa- 
tion for the provision of professional management 
services. We look upon this opportunity as a chal- 
lenge which will utilize all of our applied experience 
in operations and facilities planning, personnel 
recruiting and development, foods research, pur- 
chasing, financial systems and, most importantly, 
customer satisfaction. 


In conclusion, on behalf of the officers and directors 
we wish to express our appreciation to our em- 
ployees whose professionalism and dedication 
have resulted in the progress VS Services Ltd 
achieved in 1974. We also wish to thank our 
shareholders for their continued support and offer 
our assurances of adherence to a corporate goal 
of effectively meeting the opportunities presented 
by the rapid growth of management services in 
this decade. 


William E. Emerson 


Chairman of the Board 
and Chief Executive Officer 


Manfred Doblinger 
President and 
Chief Operating Officer 


VS Services Ltd—Five Year Statistical Review 


(In thousands) 


Revenues 


Operating, marketing and administrative expenses 

Depreciation 

Minority interest 

Interest 

Non-recurring expenses pertaining to the current 
and prior years’ business 

Losses (profits) on abandonment of projects and 
disposal of capital assets 


Total expenses 


Income (loss) before income taxes and 
extraordinary items 
Income taxes (recoverable) * 


Income (loss) before extraordinary items 


Extraordinary items: 
Reduction of income taxes as a result of the 
carry-forward of losses of prior years 
Write-down of location acquisition costs 


Net income (loss) 

Income (loss) per common class A share before 
extraordinary items 

Net income (loss) per common class A share** 


*Income taxes have been restated to reflect prior year adjustment. 


1974 1973 1972 1971 1970 
$96,683 $91,061 $80,297 $72,048 $66,241 
93,763 89,577 77,962 70,239 63,995 
1,515 1,720 1,447 1,143 1,109 
77 144 105 100 131 
1,014 781 620 602 515 
939 113 
77 389 (23) 390 107 
96,446 92,611 80,111 73,413 65,970 
237 (1,550) 186 (1,365) 271 
119 Nee 471 (189) 182 
118 (1,672) (285) (1,176) 89 

202 
(800) 

$ 118 $(2,472) $ (83) $(1,176) $ 89 
Sid a DEO 2) 1 ets EO) amon (:00)y 11 
14 SHO) eo (GOO) iat be (65) RS 11 


**Common class A shares have a non-cumulative dividend priority of $.30 per share. 


Canada’s Largest Diversified Management Services Company 


VS Services Ltd provides essential consumer and 
management services for our clients in Canada and 
abroad. 


While VS Services offers a broad range of activities, 
food service management remains the cornerstone 
of our operations. Manual and convenience food 
systems are provided to a variety of clients in busi- 
ness and industry, schools and colleges, hospitals 
and other health care institutions, and government. 
Locations can be as diverse as metropolitan 
centres, suburban areas, and the remote Arctic. 
About 75,000,000 meals are prepared and served 
every year to customers, students, client emp- 
loyees, hospital patients and airline passengers in 
flight between Jamaica and other countries. 


VS Services caters to the growing leisure and re- 
creation market at facilities such as the Ottawa 
Civic Centre, Upper Canada Village and the Rock- 
ton African Lion Safari. 


VS Coffee System furnishes a high-quality, 
freshly-brewed coffee for offices and small plants. 
For larger clients, a full line of hot and cold vended 
foodis also available while courteous mobile truck 


vendors take hot and cold food and beverages to 
numerous outdoor locations. 


A growing demand for a broader variety of services 
has also created a vital need for expertise and 
management skills in institutional housekeeping 
services for hospitals, universities and commercial 
buildings across Canada. Effective management 
techniques combined with practical experience 
provide our clients with a consistently high level of 
performance at realistic costs. 


To provide professional support service for our 
clients, VS Services employs 60 graduate dietitians 
to create imaginative menus and set high stan- 
dards for all meals served. VS Services’ staff of in- 
terior designers and equipment specialists work 
with architects in the planning stages of new build- 
ings. Our Research and Standards Department 
tests food and food systems on a continuing basis, 
while our Industrial Relations Department provides 
expertise in all labour matters including negotia- 
tions. 


VS Services employs over 6,000 skilled, trained 
people in Canada and over 1,000 employees in our 
International operations. 


VS SERVICES LTD (Incorporated under the laws of Canada) 


CONSOLIDATED BALANCE SHEET DECEMBER 31, 1974 
ASSETS 
Current assets: 
Casa. te SOS ee Ie Prete eee cee te ols ral AN 2 eee 
Receivables: 7 is er ear tee end a Ores 5 ea en tes be 
Inventories, at lower of cost and replacement cost ............... ee 
Prepayments. 2.0 h eS cote, cai cue sa eae ea ee 
Fotal currentassets.: oasis sccieomccse eye ee 
Investment in-associated companies) — 22 ae Se~ = eer ae 
Note receivable (note 2) eA ee OE LENE oa oe ale aa 
Fixed assets, at cost: 
Vending equipment> hae ee eee eee DET Per 3 ted ME a 
Other SquipMents 02 doc OS eiel es k  e le e 
Buildings and leasehold improvements: .2.5.ces.n cpa ee ee eee 
Less accumulated depreciation i. ee ee 
LIN vee he romain teslee Meet atu somens Abe NOIR le 2 ve te err bee 
Total fixed ASSETS oon sccrieuease alee aoe Cent 
Other: 
Investment in. location acquisitiOniCOStS, <.2nqe =e ee 
Technical and systems know-how, at cost)... 2) oe ee 
Incorporation and weal CXPeNSeS LM alivclel a eee eee 
Deferred COSIS «cack cate hehe mine. Spe ws i ee 
Total other assets ait anlage unio eeubaspimbiscns Dee a eae ae tendo Aa eS? RAR AN oe 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current liabilities: 


Due: to. DANKO rs: a teek hea cuenta er acre battle ee me ee ee 
Accounts’ payablecand accruedicharges Wain fya5 ee ee 
Income: taxes:pay ables et ae ee ee re ee ee 


Total current liabilities 
Long-term debt (note 3) 
8% unsecured convertible notes (note 4). 
Minority interest . 


Shareholders’ equity: 
Common stock - without nominal or par value 
Class A shares (notes 5 and 7) 
Authorized 2,000,000 
Issued 819,488 . 


Class B shares 
Authorized 2,000,000 
Issued O00 0O0F as. 


Deficit th oe oe ae 
Total shareholders’ equity ick he a RTA OE 


The accompanying notes are an integral part of these statements. 


On behalf of the board: 
William E. Emerson, Director 
Manfred Doblinger, Director 


1974 1973 
(in thousands) 
$ 392 $003 
10,025 8,555 
3,797 2,803 
331 288 
14,545 12,309 
2,059 2,033 
731 
6,307 6,229 
4,581 5,592 
1,925 3,350 
12,813 15,171 
7,165 8,053 
5,648 7,118 
197 195 
5,845 7,313 
8,434 8,383 
985 985 
469 469 
93 175 
9,981 10,012 
$33,161 = _$31,667_ 
1974 1973 
(In thousands) 
$ 839 $ 1,058 
9,538 9,100 
165 207 
10,542 10,365 
4,564 6,389 
6,465 3,500 
572 513 
10,112 10,112 
2,400 2,400 
12,512 12,512 
(1,494) (1,612) 
11,018 10,900 
$33,161 $31,667 


CONSOLIDATED STATEMENT OF INCOME 


FOR THE YEAR ENDED DECEMBER 31, 1974 1974 1973 
(In thousands) 

PERE LISS spe Si Ne RUA ERS ac Bee ek Tee ne PN I CE Ts $96,683 $91,061 

Costs and Expenses: aan ane oa oo NP: 

COSTOMME TGMAMNCISE:SOIG Wee, Mebane bad i Penton es he perm es wap Aone tectal oxy. 46,269 43,829 

Operating, selling and administrative ExPenses: - o. o.ccccccccleoeccteeeietesseccsyets sue Wa dean 47,494 45,748 

DS DECC LAN N mneren erent Panett ot toy tt rete omer LO Ae oe oe Se Dead ee Cee RIP cag, geen 1,515 4\ P6740) 

REO VaR CS tie Ree nrc wits ta ee cm im Or No My het SOMR OM. Med, RAUL Ae 77 144 

VAUWEY REIS oo Slee NoRee See ae Me aReata! fe 20 iL: kha Wer Ri ONIN Re Rene ela er Memos alot 1,014 781 

Loss on abandonment of projects and disposal of 

CAD IASSC (Smee tren oR. oy AGH ye, WMO a tletr tics vu; ton Meals Sears! Te eae 77 389 

96,446 92,611 

Income (loss) before income taxes and extraordinary item 2. 237 (1,550) 

OCMC MIAN CS mm ieee cS) net Oe I nT RR oe et ace EA 8 ke Rene ine sia tat 119 P2 

mMcome(lOSS) DefOre, ExthaonrdiMarVyaltSmnis serie es... 2 ee Ge Be cscs con evhan quran tatty screen oe: 118 (1,672) 
Extraordinary item: 

WiKite-COWIMOllOCAtOn AGGUISITION COSIS yo. a5 teeter wn ciscksee seh rier uid et edous (800) 
NeMInCOMMesIOSS MOlthe Can emma mituee mire ey lo S.A mureahaommatarssodyane $118 $(2,472) 
CONSOLIDATED STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1974 1974 1973 

(In thousands) 
Balance at beginning of the year: 

PSM OUSIVake POL Cues wut cari temo Nee oh ick csi iael ube ate cee ee ee sat: $(1,445) $ 1,068 

Adjustments of income taxes for years prior to 1973 (note 6) ( 167) (167) 

EX SROS ACC MEME Re ee ee a 2 ce: pest Nn SER keg ie kcal ate ween dnt ate pase (1,612) 901 
NeMMMGOMCNIOSS MOU VOAbe meee ter ithe eee he a acces ieee se ae 118 (2,472) 

(1,494) (1571) 
Dividend on common class A shares (5¢ per share) 0. 41 
Bajahiceralrenaronihe Vedi 6.0.0 0. fee ee ese ens $(1,494) $(1,612) 
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1974 

1974 1973 
Working capital was provided from: (In thousands) 

Operations — 

Netsincgome:(loss) forthe:year 2.08 ‘ae $118 $(2,472) 
Add expenses not requiring an outlay of 
working capital in the current year — 
DISTOTEYCREMT@T OR” UCR i Re RA aint us ac SR a ae eR tone nt Ee 1,515 1,720 
Write-down of location acquisition costs 2... 800 
Amortization of deferred costs Pek eek nae eonelees 179 359 
EOSSESIOMECISDOSalOmCADILAISASSOIS mae oo) yk sect nage are nie ey wee cee 9 ifs) 
NINGHIEVAIMTEEOSIA MELON. ClAWINGS)) peice rag ooo tay ae comers ese eo 59 83 
DefeqredancOmer tax KeductiOnnes komen ty eek cuted oo (45) 
PrOvIGECEMOMPODECKALONS 9 Gmuk fo cnan mec mace ce ee aon 1,880 520 

8% unsecured convertible note 2,965 

Disposals of fixed assets aE et MOM a pris Sidley MeO a/R eR 1,577 306 

Long-term debt Cee tein ne bere 68 a) 3,223 

6,422 4,049 
Working capital was used for: 

RECUCIONGOMIOMNG=ICM NOG Olga meet a. cr nse is ie oe ws ee ted ic ss 1,825 

Fixed assets ee oe aoe ee 1,633 2,065 

Note receivable (from disposal of fixed assets) AY A OA Ed ean ee tn 731 

DETSECCRCOS| Smet arom ral ree te I Ol cee tra a doko tay Race gee heiae mek teS 97 

Investment in location acquisition COSTS Aart t ee ee tees 51 376 

INVeStIMeniuihassOClaleGueOMPARICS wr es 5 laneahehs ctu Mace denss te ee eas ee 26 55 

Divid CRAdLOMmsCOMmIMmOMeClLaASSTATSIIANCS 5a. 8 sien tees rasan ans aoemuenuceeas’ 41 

4,363 2,037 
INCE ASCM WOEKINGCADIUG eee tak nc es ot mre tes sre 2,059 1,52 
Working capital, beginning of year (1973 restated) pe Te) EER | he nee OE 1,944 432 
WV OLIMORCeD Lal Pe CHOY GO bart) te ee hey ites hansen ace Nc RTOS $ 4,003 $1,944 


The accompanying notes are an integral part of these statements. 


Notes to Consolidated 
Financial Statements 
December 31, 1974 


1. SIGNIFICANT ACCOUNTING POLICIES 


CONSOLIDATION — The consolidated financial state- 
ments include the accounts of all subsidiaries. The 
accounts of the foreign subsidiaries have been trans- 
lated into Canadian dollars as follows: (1) fixed assets 
and intangibles at historic rates; (2) other assets and 
liabilities at year-end rates; (3) revenues and expenses 
(other than depreciation and amortization) at average 
rates during the year. Exchange losses arising from such 
translation practices are reflected in the consolidated 
statement of income except to the extent that they 
relate to long-term debt. 


INVESTMENT IN ASSOCIATED COMPANIES — The 
investment represents a 50% interest in a group of 
companies in Jamaica, which is accounted for on the 
equity method and carried at cost plus the Company’s 
share of undistributed earnings since acquisition. The 
carrying value exceeds the underlying book value of 
the associated companies’ net assets by $1,545,000. 
This excess represents goodwill which is not being 
amortized in the Company’s accounts. The Company’s 
share of net income for 1974 of $40,000 ($55,000 in 1973) 
is included in ‘‘Revenues’’. 


FIXED ASSETS — Depreciation and amortization are 
provided using the straight-line method at the following 
rates: vending equipment — 12.5 to 20%, other equip- 
ment — 10 to 20%, buildings — 2 to 4%, leasehold 
improvements — life of the initial term of the lease. 
Maintenance and repairs are charged to expense. 


INVESTMENT IN LOCATION ACQUISITION COSTS — 
The excess of cost of purchase over net tangible assets 
of purchased businesses at the time ownership was 
acquired has been charged to “Location Acquisition 
Costs’’. Location Acquisition Costs of $8,383,000, which 
arose as a result of purchases prior to April 1, 1974, are 
not being amortized because, in the opinion of the 
Company, there has been no diminution in value. Excess 
costs arising from the purchase of Champion Coffee 
Service subsequent to the above date are being amor- 
tized over 40 years in accordance with the accounting 
recommendations of the Canadian Institute of Chartered 
Accountants, although in the Company’s opinion there 
has been no diminution in value. 


TECHNICAL AND SYSTEMS KNOW-HOW — This 
represents the cost of on-going assistance provided by 
the majority shareholder for which class B shares were 
issued in 1967. No amortization is being recorded as the 
asset has continuing value. 


DEFERRED COSTS — Amortization is provided on a 
straight-line basis over five years. 


1973 FIGURES — Comparative 1973 figures have been 
restated in certain instances to conform with the 1974 
format. 


2. NOTE RECEIVABLE 


In November, 1974, the Company’s fixed assets and 
business at the Toronto-Dominion Centre were sold for 
$1,240,000 consisting of $380,000 cash and a 6% note 
for $860,000. The note is repayable in sixty equal 
monthly instalments of $14,333, plus interest, with the 
first payment due in April, 1975. The instalments due in 
1975 ($129,000) are included in current receivables. The 
purchaser has the right at any time or times without 


penalty, indemnification or bonus to repay the principal, 
in whole or in part. Prepayments are to be applied in 
reverse order of maturity. In the event of default in 
payment by the purchaser while the note is outstanding, 
the Company has the right to take control of the assets 
and re-enter the premises to operate the business and, 
until June 30, 1982, the Company is obliged to operate 
the business in the event of the purchaser’s default to 
the landlord. 


3. LONG-TERM DEBT 
1974 1973 
(In thousands) 
(a) Domestic bank loans: 
Demand operating loans — 
prime rate $2,669 $2,999 


(b) 8% domestic demand loans $1,726 


(c) 12% (12% % in 1973) German 
bank loan maturing in 1975 
(DM 2,400,000) $ 988 $ 868 


(d) Other German bank loans 
at rates of 4%, 8%, 8% % and 
8% % due in annual 
instalments over the next 
seven to twenty-eight years, 
secured by a charge on 
German real estate $ 907 $ 580 


(e) Other long-term debt $ 216 
$4,564 $6,389 


The domestic demand operating loans of $2,669,000 
have been classified as long-term as it is not presently 
contemplated they will be repaid during 1975. In 
addition, the 12% bank loan for German operations of 
$988,000 (DM 2,400,000) maturing in 1975 has been 
similarly classified as it will be renegotiated to extend 
the term of the indebtedness. In the event that such 
domestic demand operating loans or German bank loan 
are repaid in 1975, the majority shareholder, ARA 
Services, Inc. has undertaken to arrange for alternative 
financing with maturity dates later than 1975. 


The Company’s assets, both present and future, have 
been charged, and all the issued and outstanding shares 
of Versair In-Flite Services Limited and Versafood 
Services GmbH owned by the Company have been 
pledged as security for the bank loans set out in (a) and 
(c) above. Obligations of the Company under debentures 
issued by it to secure the charge and pledge have been 
guaranteed by the Company’s domestic subsidiaries. 


4. 8% UNSECURED CONVERTIBLE NOTES 


A note dated December 29, 1970 for $3,500,000 
(Canadian) has no mandatory principal repayments 
prior to December 29, 1976. Commencing on December 
29, 1976 the note is repayable in five equal annual 
instalments to December 29, 1980. The Company is 
entitled to redeem the note in whole, but not in part, 
without penalty except as part of any refunding involving 
an effective interest cost of less than 8% per annum. 
The unpaid principal sum of the note is convertible, at 
the option of the note-holder, into fully paid common 
class A shares of the Company at $8.00 per share to 
December 29, 1977 and at $10.00 per share during the 
last three years to December 29, 1980. 


A note dated April 17, 1974 for $3,000,000 (U.S.) has no 
mandatory principal repayments prior to April 17, 1980. 
Commencing on April 17, 1980, the note is repayable in 
four annual instalments of $450,000 each and one final 
payment of $1,200,000 on April 17, 1984. The Company is 


entitled to redeem the note, in whole or in part, in 
amounts of not less than $500,000, on or after April 17, 
1977, subject to a redemption premium decreasing from 
8% in 1977 to 1% in 1984. The premium does not apply 
to scheduled repayments. The unpaid principal sum of 
the note is convertible, in whole or in part, in amounts 
of not less than $500,000 at the option of the note-holder, 
into fully paid common class A shares of the Company 
at $7.00 (U.S.) per share to April 17, 1977, at $8.00 (U.S.) 
per share during the next three years to April 17, 1980 
and at $10.00 (U.S.) per share during the last four years 
to April 17, 1984. 


While the notes are outstanding, the Company has 
agreed that, without the prior consent of the note-holder, 
it will not make investments or undertake rentals, leases, 
equipment purchase obligations or other financial 
commitments in excess of certain limits. The Company 
also has agreed to certain limitations on the creation of 
indebtedness generally, on the disposition of its proper- 
ties and assets and on the creation of security interests 
therein and has agreed to maintain its working capital 
within certain limits. In addition, payment of cash 
dividends on common stock is limited to 25% of accumu- 
lated consolidated net income earned subsequent to 
December 31, 1973. 


5. COMMON STOCK 


60,000 common class A shares have been reserved 
since 1961 for employee stock purchase options. At 
December 31, 1974, options on 49,860 shares were out- 
standing (including options on 33,400 shares granted 
to directors and officers) at prices ranging from $3.50 
to $10.625. These options become exercisable in 
cumulative equal amounts of one-third in the third, 
fourth and fifth years and expire five years from date of 
grant. During 1974, options on 22,920 shares were 
granted and 18,800 were cancelled. 


The Company’s German subsidiary holds a 70% interest 
in a German limited partnership. The holder of the re- 
maining 30% interest may, at his option, require the 
Company to acquire his interest at a price of $1,465,000 
plus his share of undistributed earnings since January 1, 
1969 amounting to $501,000 (at the current exchange 
rate) or an aggregate of $1,966,000 at December 31, 1974, 
for which the consideration is to be the issue of common 
class A shares of the Company valued at their average 
closing price on the Toronto Stock Exchange for the 
five trading days preceding the date of giving notice of 
the exercise of the option. 


6. INCOME TAXES 


As a result of income tax reassessments applicable to 
the years 1969 and 1970, the balance of deficit at 
December 31, 1973, previously reported as $1,445,000, 
has been restated to show a retroactive charge of 
$167,000, including $14,000 applicable to an associated 
company, representing the cumulative amount by which 
income taxes as at December 31, 1973 had been in- 
creased. The entire $167,000 is applicable to years prior 
to January 1, 1973 and has been charged to retained 
earnings at that date, previously reported as $1,068,000. 


Certain of the domestic subsidiaries have approximately 
$1,325,000 of differences between accounting and tax- 
able income and approximately $760,000 of losses, both 
of which are available for carry-forward against future 
taxable income. The losses only are subject to expiry in 
the following taxation years: 


Year Amount 
1975 $ 17,000 
1976 125,000 
1977 383,000 
1978 222,000 
1979 13,000 


7. BASIC EARNINGS (LOSS) PER SHARE 


1974 1973 
CLASS A CLASSB CLASS A &B 


Earnings (loss) before 
extraordinary item $ 0.14 NIL $ (0.92) 


Net income (loss) $ 0.14 NIL $°(1.36) 


Earnings per share were calculated on common class A 
shares only, on the basis that those shares have an an- 
nual dividend priority (non-cumulative) of 30¢ per share, 
even though no dividends were actually declared in the 
year. Losses are shared equally by A and B shares. If 
the 8% unsecured notes had been converted, there 
would have been no dilutive effect. 


8. REMUNERATION OF DIRECTORS AND OFFICERS 
During 1974, fourteen directors received $9,350 as 
directors and thirteen officers received $404,364 as 
officers. During such period, four directors were also 
officers. One director, in addition to receiving director’s 
remuneration, received remuneration as an officer of a 
subsidiary, of approximately $84,000 (DM 220,000). 


9. COMMITMENTS AND CONTINGENCIES 

The companies have undertaken lease obligations ex- 
tending for varying periods up to August 31, 1981 in- 
volving minimum annual rentals of $740,000 (1973 — 
$1,050,000). 

The Company has entered into deferred compensation 
plans, and consulting or employment agreements, com- 
mencing at varying dates and involving payments over 
periods of ten to fifteen years to an estimated maximum 
of $48,000 in any one year. 

A writ was issued in 1972 against the Company and one 
of its domestic subsidiaries claiming damages for 
alleged breach of contract in the amount of $1,000,000. 
In the opinion of counsel, the companies have a good 
defence on the merits. 


AUDITOR’S REPORT 


To the Shareholders of 
VS Services Ltd.: 


We have examined the consolidated balance sheet 
of VS Services Ltd. as at December 31, 1974 and the 
consolidated statements of income, deficit and changes 
in financial position for the year then ended. Our ex- 
amination of the financial statements of VS Services Ltd. 
and those subsidiaries of which we are the auditors 
included a general review of the accounting procedures 
and such tests of accounting records and other support- 
ing evidence as we considered necessary in the circum- 
stances. We have relied on the reports of the auditors 
who have examined the financial statements of the 
German subsidiary and of the associated companies 
accounted for by the equity method. 


In our opinion these consolidated financial state- 
ments present fairly the financial position of the 
companies as at December 31, 1974 and the results of 
their operations and the changes in their financial 
position for the year then ended, in accordance with 
generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Clarkson, Gordon & Co. 
Chartered Accountants 


Toronto, Canada 
May 1, 1975. 


Directors 


ALLAN D. BAKER 
*DIXON S. CHANT 

GUY CHARBONNEAU 
MANFRED DOBLINGER 
*KARL DUSTERBERG 
*WILLIAM E. EMERSON 
*WILLIAM S. FISHMAN 
R. GUY GODBOUT 

THE HONOURABLE 

V. de B. OLAND 

ROBERT E. PIKER 
PHILIPPE ROBERGE 
* JAMES A. ROST 
ROBERT J. SOMERS 

J. DAVID TAYLOR, Q.C. 


*Member of the 
Executive Committee 


Officers 


Chairman of the Board and 
Chief Executive Officer 


WILLIAM E. EMERSON 


Chairman of the 
Executive Committee 


DIXON S. CHANT 


President and 
Chief Operating Officer 


MANFRED DOBLINGER 


Vice-President, Finance 
ROBERT J. SOMERS 


Secretary 
MICHAEL L. OSTFIELD 


AUDITORS 


CLARKSON, 
GORDON & CO. 


Toronto, Canada 


TRANSFER AGENT 


CROWN TRUST 
COMPANY 


Toronto, Canada 


HEAD OFFICE 

95 Brockhouse Road 
Toronto, Ontario 
Canada M8W 2W9 


Services 


Manual Food Systems 
Vended Food Systems 
Convenience Food Systems 
Office Coffee Systems 
In-flight Catering 

Heritage Restaurants 
Facilities Planning 
Housekeeping Services 
Mobile Catering Services 
Laundry and Linen Services 


LA SOCIETE VS LIMITEE 


DIRECTORS 


JEAN ALLAIRE 

ROSAIRE ARCHAMBAULT 
ALLAN D. BAKER 

GUY CHARBONNEAU 
WILLIAM E. EMERSON 
ROGER E. GAGNON 
PHILIPPE ROBERGE 
GEORGES TAVERNIER 


8180 Montview Avenue 
Mount Royal, Quebec 
Canada, H4P 2L7 
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